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IDEHTIPIEBS 
iBSTBACT 

This article discusses the long- tern growth of 
enployee- benefit plans (vhich have grown trenendously since 1950) and 
assesses this trend in terns of real gains. The article states that 
contributions* by 1970, were nine tines greater and benefit outlays 
14 tines greater than in 1950 * and the niinber of persons covered by 
•ost types of benefits grew sharply. There also were inpressive 
developnents in the scope and level of benefits. Detailed tables, 
graphs, and statistics illustrate the drastic increases. Typical 
benefits, including life insurance, health and hospitalization, 
disability, unenploynent, retireient, pension plans, and others are 
reviewed. (HB) 
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Two Decades of Employee-Benefit Plans, 
1950-7a A Review 



In the 20 yearn since 1950. the m>pe of employee- 
hefiefit pfa^is has gnnrn tremendouHly. By 1970* 
rotitribufJotis fvere nine times greater ami hefiefit 
out fays fourteen times greater than they were in 
19MK The tiumher of persons covered by mont 
typeH of henep't'S also gr^ ^r sharply. Furfhennore* 
imprf^ssire developments have occurred in both 
the seo/pe and lerel of befwfts^ especially in the 
past fe^f* years. 7' his article diseftsses the lon^- 
term groa*th in these planus and assesses the trend 
in terms of real gains. 

KMIM-OYKK-BKXKFIT PLANS in lOTO ex- 
hibitecl strong increases in eontribntions and ben- 
efits, despite the general slowdown in the econ- 
omy, lienetit payments amounted to $25.8 billion 
(Ifi.Ci percent more than in 1969), and contribu- 
tions i-eached $:i4.7 billion (13.8 percent more 
than a year earlier). A large portion of the gain, 
however, was otlset by inflation. 

For most tyi^es of plans^ coverage gains wei^e 
smaller than the growth rate in contributions and 
l)enefits. AH types of Umefit plans in this series, 
however, showed substantial increases in the 
number of persons covered, mainly attributable 
to expande<l employment in existing plans. 

Employee-ljenetit plans are now the predomi- 
nant institution through which most workers and 
their families obtain basic medical care protec- 
tion. As the decade of the sixties ended, the most 
common health coverages provided were for hos- 
pital exi)ense (153 million workers and depend- 
ents) and surgical expense (151 million persons), 
followed by in-hospital medical benefits protec- 
tion (133 million persons). Comprehensive and 
supplementary major-medical expense plans in- 
cluded 72 million workers and dependents* There 
were 52 million workers with life insurance pro- 
tection and 31 million with temporary disability 
insurance protection. Almost 30 million persons 
had private retirement plan coverage provided 
through their place of employment. 



« Division of Economic and LonR-Ranf^e Studies, Office 
of Research and Statistics. Susan Plaks assisted the 
author in the preparation of the article. 



by WALTER W. KOLODRUBETZ* 

These totals mark a 20-year i)eriod of growth 
in which the luuuWr of j^ersons included in hos- 
pital insurance, life insurance, and retirement 
plans has tripled. Coverage under surgical, regu- 
lar medical, and major-medical exi)ense plans 
has expanded at an even greater pace. 

The long-run gains are further acc*entuated 
when the manlier of workers covered is related 
to the total lal)or fone. From 1950 to 1970 the 
proiH>rtion of the employed civilian wage and 
s;ilary lalior force with some type of health in- 
surance through the employment place expanded 
from about 50 i>ercent to 80 i)ercent. The per- 
centage of employees with group life insurance 
and death l)enefit protection increased from about 
40 i)ercent to almost 70 percent. Nearly 50 per- 
cent of the private wage and salary work force 
had private retirement plans in 1970, more than 
double the i)roportion for 1950. 

Despite these impressive statistics, evidence of 
the past few years indicates that under the exist- 
ing institutional structure, a portion of the labor 
force faces substantial barriers in obtaining these 
basic protections through their place of employ- 
ment. For private retirement and temporary dis- 
ability plans, the coverage gap remains quite 
large. It is somewhat smaller for basic types of 
health^lienefit plans. 

An ^^employee-benefit plan,^^ as defined here, is 
any type of plan sponsored or initiated unilater* 
ally or jointly by employers or employees and 
providing benefits that stem from the employ^ 
ment relationship and are not underwritten or 
paid directly by government (Federal, State, or 
local). In general, the intent is to include plans 
that provide in an orderly predetermined fashion 
(1) income maintenance when regular earnings 
are cut off because of death, accident, sickness, 
retirement, or unemployment and (2) benefits to 
meet medical expenses associated with illness or 
injury. 

Government employees who are covered by 
plans underwritten by nongovernment organiza- 
tions are included in the series, whether or not 
the government unit contributes (as an employ- 



er) to the Kiuiiiciii^ of the pro|?ratn. S{>ecitioally 
inohided here \\\v phins providing government 
enii>lo}ws with group life insurance^ uocidental 
death aiui dismenilH^rnicnt insurance, atid hos- 
pitiiK surgirui, ivgiihu* medicaid situi major-niedi- 
cul expiusi* iiisiirjince. Reliremeut and sick-leave 
plans for government employees, which ai*e fi- 
nanced and ndministeml directly hy govenrmenti 
are exc hided from the t?cTies» 



HISTORICAL DATA 

The histcu*h*al series on employee-lienerit plans 
has undergone one siihstaiuial revision. Contri- 
Imtions and l>enefits paid under private retire- 
ment plans have l>een adjtisted upwani. for yeai*s 
since 1!M;2 to account for n»vised estimates made 
hy the Securities and Kxchange Commission. A 
minor change has l>een the exclusion of the self- 
employed from the coverage series of private 
retirement plans. The effect of these changes is 
disiMissed later under the section on retirement 
;dan tmids. 

Cov»rci9a for EmployMs 

111 I!>7o, all tyjH's of employee-benefit plans 
registeml piins in the numl)er of employees cov- 
emL hut gains were modest for the traditional 
categories. .Vs table I shows, among employees 
w ith some tyi>e of health care in 1070, almost 00 
million had hospital protection and 59 million 
ha<l surgical coverage. Kegidar in-hospital medi- 
cal cxi^ense coverage was extended to 53 million 
worken^. A considerably smaller number of em- 
plovi 9S were involved in major-medical expense 
plaas.^ which (*overed aliout 27 million workers. 
TeniiK>rary disability and retirement plans each 
inchided about 30 million workers in 1970— a 
total not much different than their 1969 figures. 

Twenty years ago the prevailing pattern of 
health insurance coverage offered by employee- 
lienefit plans was largely confined to hospital ex- 
fiense and surgery in the hospitab These forms 
of health care are, of course, the most costly and 
most often used, and they account for the largest 
share of health expenditures. Over the years the 



1 fiata f<»r majorinedlcai expense pla i relate only to 
th(>Ho written by commercial insurers and exclude Blue 
C^rosH-niiie Shield plans of this type < covering 24.9 
millifin persons in 1070). 



coverage pattern has shifted considerably, so that 
today an incit'asing immber of employees (and 
their deivendenff?) havo gained protection for 
other media n i r\ cs <^\\ch as physicians' bos- 
pitah liomc« and otlioe visits, X-ray and labora- 
tory examinations (out-of-hospital), and pre- 
soril>e<l drugs (out-of-hospital). 

Tablt> 1 shows the 20-year trend in employee 
health insurance coverage patterns and indicates 
how tiie various types of services have been ex- 
tended that comprehensive coverage is now 
in efTe( 1 for a large number of employees. Regu- 
lar medl'Ml e>:]>ense insurance, for example, pro- 
vided pr(ktection for almost 45 million more work- 
ers in 1970 than in 1950, and sm*gical expense 
insurance covered 41 million more. Somewhat 
more modest gains are found for hospital-expense 
plans, which added 35 million. Major-medical ex- 
jwnse plans (which now cover nearly 27 million 
w*orkers) have not increased in such large abso- 
lute numbers, hut their growth is more dramatic 
considering that such plans were first offered 
after 1950. 

The trend toward broader coverage is also il- 
lustrated in table 2, which has estimates for co\- 
erage of medical services other than the conven- 
tional types of coverage just discussed. Since 
these benefits are relatively new*, the number of 
employees with such protection is smaller than 
that with other tyjjes of coverage. Their growth 
raite has far exceeded that for other types of 
health coverage in i-ecent ye^irs* Coverage for 
X-ray and laboratory examinations (out*of- 
hospital), for example, went from 31 million 
workers in 1965 to 5B million in 1970. Protection 
of covered workers for physicians' home and of- 
fice visits rose from 25 million in 1965 to S5 mil- 
lion in 1970* 



Contributions 

Employer and employee contributions to em- 
ployee-benefit plans amounted to $34.7 billion in 
1970 — an advance of about 14 percent from the 
previous year's total (table 3). The substantial 
increase can be attributed, for the most part, to 
a 20-percent rise in contributions to health in* 
surance plans, which totaled $13.9 billion in 1970. 
Some of the increase, however, came from retire- 
ment plan contributions, w*hich amounted to 



ERIC 



about $14.0 billion, or 9.5 peivent more than in 

All sectors of employee-benefit plans have ex- 
perienced sizable increases in contributions — 



measured either in absolute dollars or in percent- 
age ffiins. Thus, the .short-term srro%%'th trend 
shows a deH»rite uroelerafion — a reversal of the 
previous trend— ilespite a slackening in expansion 



Tabu 1.— Eatimated number of wa^ mod ialary workm and their depeadenU covered undei^ employee-benefit plana.^ by 
type of benefit, 1950-70 

(tn mitUonA] 



Eiulotyittr 



Total: 

im,. 

1V62.. 

im, 

1M4. 

1905.. 

i«6e. 

1967. 
1908.. 

1970. 

Esni 



Beneflu Ua tU wagt and salary worktri 



Life In- 
turanoe 

and 
death' 



Aod- 
danta) 
d«athand 
dUntfrn* 
bamwnl * 



1955 

1980 

19«1 

19« 

19W 

1961 

1965 

1966 

1967 

1966 

196» 

1970 



DependenU: 

1980 

1955 

1960 

1961 

1962 

1968 

1964 

1965 

1966 

1967 

1968 

1969 

19TO 



19.6 
29.6 
57.3 
39.1 
40.6 
42.8 
45.2 
47.4 
fiO.O 
52.8 
55.7 
56.6 
60.4 



19.4 
28.0 
S4.2 
35.5 
36.4 
37.8 
40.1 
41.9 
43.5 
45.7 
48.2 
48.5 
51.6 



.2 
1.6 
3.1 
3.6 
4.2 
5.0 
5.1 



8.8 



8.1 
15.6 
a). 9 
21.3 
22.6 
24.7 
26.5 
28.4 
28.5 
30.4 
33.7 
36.5 
38.7 



8.1 
15.6 
20.9 
21.3 
22.6 
24.7 
26. 
28.4 
28.5 
30.4 
33.7 
86.5 
38.7 



HoipiuUmion«* 



Total 



54.5 
81.4 

103.9 
107.3 
110.9 
116.2 
119.6 
123.9 
128.2 
133.8 
139.8 
147.1 
152.8 



243 
83. 1 
40.6 
42.0 
43.3 
45.3 
46.5 
48.5 
50. t 
52.1 
54.6 
57.4 
59.6 



30.2 
48.3 
63.3 
65.3 
67.6 
7Q.9 
73.1 
75.4 
78.1 
81.7 
852 
89.7 
93.2 



Wrfll^n 
tn com* 
pllance 
with law 



1.2 
1.4 
t2 
i.l 
.9 
.3 
.3 
.3 
.4 
.4 
.4 
.4 
.4 



1.2 
1.4 
1.2 
1.1 
.9 
.3 
.3 
.3 
.4 
.4 
.4 
.4 
.4 



Surgical < 



37.5 
73.1 
96.3 
102.3 
105.9 
1113 
114.9 
119.9 
124.0 
130.3 
136.4 
144.8 
150.8 



17.7 
30.2 
38.6 
40.2 
41.4 
43.5 
44.8 
47.0 
48.6 
50.8 
53.1 
56.5 
58.9 



19.8 
42.9 
59.7 
62.1 
64.5 
67.8 
70.1 
72.9 
75.4 
79.5 
83.3 
88.3 
91.9 



B«n^flts (or wage and lalary worken 
In private Industry 



i Major 
Rntular . medtcal 
miKllGttl«i ex* 

' petisat * * 



Temporary diia- 
blllty Including 
lormal tick leave ^ 



Total 



15.6 
47.0 I 

73 ^ . 



99.4 
ICI.i 
111 D 
116.. 
124.3 
133.4 



8.2 ' 
20.4! 
'i9.5 
31.5 
32.8 ; 
34.9 
36.6 
39.4 
<!.2 
43.9 
46.1 
49.2 
52.9 



Written 
la com* 
plianoe 
with law 



4.8 

25.6 
31.5 
35.1 
38.7 
42.6 
47.3 
52.0 
57. » 
61.7 
66.6 
72.3 



i 



7.4 
26.6 
43.8 
46.7 
49.2 
52.3 
56.3 
60.0 
63.0 
67.6 
70.4 
75.1 
80.6 



2.3 I 

, 

11.6 > 

12.9 

14.6 

15.6 

17.3 

19.0 

21.2 

22.8 

24.6 

26.6 



2.5 
15.9 
19.9 
22.2 
24.1 
27.0 
29.8 
33.0 
36.2 
38.9 
42.0 
45.7 



20.1 
23.5 
24.5 
24.6 
25.2 
25.7 
26.4 
27.6 
26.9 
27.4 
29.5 
30.9 
31.2 



20.1 
23.5 
24.5 
24.6 
25.2 

25.7 ! 
26.4 I 

27.8 j 

26.9 1 
27.4 
29.5 
30.9 
31.2 



6.6 

6.8 
6.8 
6.K 
6.8 
6.2 
6.2 
6.4 
6.6 
6.7 
6.7 
6.9 
6.9 



Long- 
t(*rm 
dlta< 
blllty • 



Supple- 
mental 
unem- 
ploy- 
ment ' 



2.4 
3.8 
4.7 

5.7 i 

7.2 ; 



1.0 
1.7 
1.8 
l.H 
1.8 
1.9 
2.1 
•2.2 
2.2 
2.3 
2.4 
2.5 



Retire- 
maot 



I 



6.6 
6.8 
6.8 
6.8 
6.8 
6.2 
6.2 
6.4 
6.6 
6.7 
6.7 
6.9 
6.9 



2.4 
3.8 
4.7 

5.7 
7.2 



1.0 

1.7 1 
l.K I 

1.8 j 
1.8 1 
1.9 
2.1 
2.2 
2.2 
23 
2.4 
2.5 



9.8 
15.4 

21. 2 
22.2 
23.1 
33.8 
24.6 
35.3 
'26.3 
27.5 
28.0 
29.0 
29.7 



n 8 
15.4 
21.2 
22.2 
23.1 
23.8 
24.6 
25.3 
26.3 
27.5 
28.0 
29.0 
29.7 



1 Plana whoio baneftU flow from the employmant ralaiionthip and are 
not underwritten or paid directly by coveramant (Federal. State, or loeal). 
Etcludet workmen*! fiompensatioa required by statute and employers 
liability. 

t Uioup and wholasala Ufe Insuranoa eovaraga based on data from Instltuta 
of LUa insuranoe and Health Insuraoee Assodatkm ol Amartca, Oroiip 
in$urwui Cmr^gei in ike IHUed Si9U$, annual Issues, and ToUy. Oetobar 

1971, modified to eidude group plans not ralated to amptoyment. Also 
aidudaa fiarvloeman's Group Ufe Insuranoa Issuad to cover members of 
the Armed Poreas. Sell-lASured death bsnaftt plan ooveruo h8M<l on data 
for various tradaninJoii. mutual banaflt association, and oompany«#dnUo- 
istered plans. 

• Data from the InsUtute of Ufe Insuranoe (see fo^tnota 2) . 

• Data from ** Private Health Insurance In 1970: Pogmlatlon Covertt«e. 
Enrollment, and Financial £sperienoe.** Social Secum BuUetin. February 

1972. and from sources cited In footnoU 2. In estlmatlns number of employeea 
covered under plans other than group Insurance and union tnd company 
plans, It was assumed that the prcportlon of subscribers In employed groupe 
Incraased gradually f^otn 75 percent In 1940-60 to 83 perceiit in 1990. DaU for 
boepltallsatlon. surgical, and regular medical coverage adjusted to Include 
employeea and their dapendenu covered by group comprehensive m^or- 
medical etpenseinsurinoe. ^ , , 

• Includes private hc«pital plans written in complisnce with State tarn* 
porary disability Insurance law In California. 

• RepresenU coverage under group supplementary and comprehensive 
m«ior-m6dlcal insurance underwritten by commercial insitranoe comptnies. 



Comprehensiva insurance, which indtideap both basic hoepital<eurgical- 
medical benefits and maior-medioalespensevprottctlon in the same oontraet* 
oovered an estimated 6.765.000 empfoyeee and 1 1.464 W dependenU in 1970. 

• Includes privau plans written in compliance with State temporary 
disability insurance laws in California, New Jersey, and New York..l)ata 
from A Sumy of Accident and HeaUk Coeereee in ike VnUed ^aU$ (Health 
Insurance Council. 19S0) and Biteni itf Volttalory Intutnnce Cmetaae in tki 
VnUed StaUi (Health Insuranoe CouociU 1951-^) and from the Institute 
of Ufo Insuranea (see foolnoce 2). edjastad to esctude credit ccddent and 
health Insurance. Oau for I9fl0 modified slightly to adjust for effect of State 
Umporary dieablUty insurance laws on forms! paid sick leave and other 
selfTnsured plan coverage. Beginning In 1956, group accident and sickness 
insurance coverage hw been adjusted to escltuto those with longnerm bene- 
fit policies, which usually do not provide short-term benefiu. This coverage 
is now shown separately. .... , . . . «^ 

• Data from Health Insurance Association of America (see footnote 2). 
Estimatee for yean befoca 1966 are not available . 

• Based on trademnion and industry raporU. Esdudee dUmissal wage 
and separation aUowatices, etcepl when financed by supplemental on- 
employment benefit funds covering temporary and permanent layofis. 

>fS&imated by the omce ol the Actuary, Social Security AdmlnistrsUon. 
Includes pay-as-you-go and deferred profit-sharing plans, plans of non- 
profit organisations, union pension plans* and railroad plans supplementing 
the Federal railroad retirement program. Ktcludes pension plans for Federal, 
State, and local government employees u well as plans for the self^mployed*. 
Data eiclode annuitants. 
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Tablu 2.— Eatimatftd number ot wage and miJary workers 
und their de|H>tideutH undt'r enipluyee-bcnrfit planti,^ by 
•eler.ted tyiK" of inodiral vato mtvIco, 1965 and iOro 



(In 'MHilititsl 



Type of bf iie&t 



PhyMidun^* olllci* utui home vi.Hlt5 
X-ray mid 'ufKi^Atort* v«:i?ntri:iti<iris 
rr»^scrtu*<l •*iun»< Mitit .•Mji»5*|»tt:ih 

I'nVAtcMlUty tlUtMlliC. . . 

Nuryliur*li(*tu<' car- 
Uental r:ur«« 



Physicians* oitln^ and home visits . 
X'ti%y iinii laWiminr>' •*«tin)iii'itfons . 
PrpM.*nlM>tl druk^ (outof-huKpitul) . . 
I'rlvatp-dnly iiuirtnK . 
ViHllmK iniiTir ^^•l vl*•«• .. 
NiirsinK Iminc vai^ 
Iviitul rur<* 



Toli»l 1 ploy- I renti- 
i t*eii ' ftiU 



8H.7 

u: 0 



i 

W.I I 

j 

ll.<S i 
4.^ ! 



53.6 
H5.9 

5U.S 

17.0 
7.1 







J4.rt 




W).0 ' 


HI 1 ■ 






;n).h . 


3i<.« 




J1.7 


3S.J 




' 


37.4 




5 K 


3.9 i 


1.3: 


I.: 



* Dmis uiios*' li«Mi<*ntH t!<m front uii •*ni(iloynif'iU ivbtiunshlp and art* not 
paid dir»*ctly Uy K^^vtTnnu'nt (Ki*d»-riil, .*^tiit»\ nr Inoiih. 

of fowrujrt*. Althou<;h tlu»sc» iticwises uiv mainly 
<lm* to inflationiiiy fnrtors, l»enefit iiuprovonuMits 
in tlu» siune Ihum^kI also played a role. 

(\aitribntions to eiuployee lHMietit plans in 1070 
Mviv iiitif times jrreaier tlian thev were in 10r>0 
(flijirt 1). Between VXA) and l!)r>r>. rout rilnit ions 
almost dt»uhled, with most of (lie growtli cen- 



tered in health lieneHf plans and pension plans. 
Between rJ55 antl IPCO, total contributions in- 
<Mv«se'i l\v ib*>;;t peivent; they showed a sim- 
il.u I i » ii I :'\\) and U)fi5. Since 15)66, how- 
ever^ (iu*y li;i\e nsen by nhont 75 percent. Most of 
tlds ^TT'Mwih 'Mn lie attributed to the increases of 
«7 }H': rm in retirement plan contributions and 
85 p«'r<viu in health plan contributions. 

Thr jnju>imt and pattern of employee-benefit 
plan <*omt*'hu(ions have under|2^ne substantial 
^hif;- H iiie 2?)-year i)eriod. In 1950, when the 
;iM: iunt ^^'^ntributed was less than $4 billion, 
th*^ v.; '^.s tyj>es of health insurance benefits 
nc';'oiru-J for a little more than one-fifth of 
employer-employee contributions. Since then an 
inrreasiii^ share of contributions has been chan* 
neled to health insurance benefits, with a smaller 
IM)rtion jffoinff for retirement lienetits and the 
amounts for the other benefits remaining more 
or less stationary. As a result, in 1970 contribu- 
tions for health care — $13.9 billion — were two- 
lift hs of aj^grcfjate contributions. Retirement con- 
trihutions in the same year totaled about $14.0 
billion and also ar(*ounted for two-fifths of aggre- 
gsite (contributions; they had l)een a little more 
than half the total in 1950. These sliifts resulted 
front a multitnde of interrelated factors, such 
as the increased cost and broadened scope of 



Table 3.— Ki^timatrd total ouiployer and employee contributions * under cmployec-beneftt plana,' by type of benefit, 1950, 
1955. Vm. I9f»7 70 

Iln millions) 



Typ<» of hen<»flt 



Tot III. 



Hf^noflts for all wuice and salary workrin 
tlf«* lnj»uri4noi» and denth h<»npflU ■ 
At t I'lvntul dcatli ttnd dlaniemb«»rni«'ut * . 

Tot;*: health tH»n<»ftt8 

HiiipUttlitMlion 

Surnrlrul ttnd n^culor medici&l ^ . ^ 

Major-mwlical eipenw* * 

fi4*nejUti for wiwe and »Hli*ry workt^rs in privat? indUHtry : 
Tt*mporary aliahauy. includlns fomial sick Wve . 

WrUten in compliance wiih hw . • 

Suppleniental miotnploynicnt b4*nefit!« ■ . 

Ittlirfnienl 



1 Eicliidpa divid^'nd't in »nmup insuraticc. 

' Plans vfhiitfe b<*nefttM Dow frntn ni<* employment relationship ana ara 
not iindfrwrition or paid directly by povemnient (Federal. Stale, or local). 
Escludcs workmetri coni))«nsatlon required by statuo. and tiroptoyer'g 
liability . . ^ . . 

•Orwni and wholesale* life litfuranoe premlunw based on data from In* 
fttitute ..r Life (ntmranoe and Health Insuranca Aisoctation of Amartca. 
artmp hnurwcf CotetugcM in the VnUe4 S(aie9, atmual issues, and TaUy. 
October Ml. modified to etclude ffroup plans not related to employment, 
and deludes premiums for the Servicemen's Oiottp Life Insurance plan. 
Self-in«ured death benefits oosits base<l on dat i for various trade*unlou. 
mutual benem assoclattom and company-administered plani. 

* Data from Institute of Life Insurance (Me footnoted). 

• Data from "PHvat* Health Insurance in IW: Population Covara«e. 
KnroUmcnl. and Fliumdal Espertence." Soeiai SecutUy BulUtin. February 
tf»72. In estimating contriliutions f6r employees under plans other tlian 
Itroup itisumnce and un<on and company plans. It was assumed that the 
proportion uf suhjicrtptton income attributable toomployed groups increased 
craduatly from 7ft percent in IU80-«0 to 83 percent in ittTn. 

•Includes private hospital plans written in compliance with State tcm* 
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IHO 


IMS 


1967 


1MB 


1960 


10^ 




$7,851.6 


$12,522.1 


$10,892.0 


$23,368.6 


$26,730.0 


$30,480.8 


$34,676.2 


4f«.0 
IH.4 
WW. 3 

56:.*. 4 


43.4 
2.P.43.6 
1.985.1 

7f><».S 


1.4t(V.2 
70.0 
4.257.0 
2.504.8 
1.282.2 
470.0 


2.233.0 
llfl.O 
7.520.0 
4.332.8 
2.109.2 
1.078.0 


3.538.0 
142.0 
8.548.8 
4.TO2.7 
3.552.1 
1,394.0 


3.«36.5 
169.0 
10.075. « 
A.539.4 
2.915.2 
1.621.0 


a.333.6 
100.0 
11.504.8 
6.341.4 
3.363.4 
1,800.0 


8,623.0 
324.0 
13.6n.6 
7.549.8 
8,908.8 
2.310.0 


fi0l*.3 


654.1 
178.8 
40.0 
3.H40.0 


1.170.^ 
238.8 
UH.O 

5.4W.0 


f. 547.0 
258.4 
IIA.O 

8.360.0 


1.B44.8 
310.6 
113.0 

10.180.0 


2,243.9 
342.0 
125.0 

U.ITO.O 


3,582.4 
894.4 

110.0 
13.780.0 


2,921.7 
417.4 
130.0 
14.000. 0 



|K>rary disability Insurance law in CaUfomia; aeparaU dau not avallabla 

for these plans. 

f Unpublished daU from tlie Health Insurance Association of Amstte*. 
Represents premiums for group supplementary and oomprehrtisiva n^or* 
medical insurance underwritten by commercial Iniursnoe carriers.^ 

•Data from *'C'uh Benefits f^r Short-T^rm Sicknem. 1048-90/* Sactal 
SfcUfUu Bumm. lanuary tori. Include! private plans written in oompU* 
ance with 8Ute temporary disability lawa in CaUfomia, New Jersey, and 
New York.siiown sefiarately in nest Una. Indudes ObntribuUoos tiodar 
long-term diiabaity plans, not avaiMls aepsrataly. 

•Based on trade-union and indust^ reports, and "Financing Supple^ 
menUI Unemployment Benefit Pt«is.^* AfoafAly i;a6or A<fiM0, Noytmbar 
1969. Eidudea oUmlssal wage and separation allowances, eiospt when 
financed by supplemental uaemploymsnt benefit funds oovariog ttcopofsry 
and permanent layoffs. 

Estimated by tlic ofHce of the Actuary, Social Sectirity Administratfofi. 
Includes contribution^ to pay-as*you-go and deforred prof t^fharing ptona, 
platis of nonprofit organisations, union pc^nfilon plana. aiMi railroad plios 
supplementing Federal railroad retirement program. 
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health car«« especially since lfK>5, and the matur- 
ing of retirement programs. 



Eniployee-benetit plan expenditures for health 
and medical care exi)ense, for periodic payments 



for retirement, unemployment, and sickness, and 
for death benefits sunoijuted to an estimated $25.8 
billion in lOTo- a rise of ahuost 17 percent over 
tlie previous year (table i). The largest single 
itenj of l)eiietit payment in 1970 (representing 
sliphtly nioiv than DO i)ercent of total employee- 
benefit outlays) was for health care. 



CUAIT 1.— CoDtribatlMOS and beoeUta under emi»l<»yee-beneflt plans, by tyi* of beneOt, selected years. 1950-70 
BILLIONS OF DOLLARS 
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1060 1966 



WORKERS IN PRIVATE INDUSTRY ONLY 
1222 Rotirement 

IBI Supplemental unemployment 
BBSa Temporary disability^ 

ALL WAGE AND SALARY WORKERS 
I Health insurance 
I Life insurance^ 



$25.8 
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I960 
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* iBCludtsc «ccl4«BtaI tf««th sad dlsmenberaeot tDronwce. 
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Health care payments continue to be one of the 
fastest growing categories of employee-benefit 
plan exi>endttures (chart !)• In 1970, outlays for 
these pur|X)ses totaled $13.3 billion— nearly twice 
what was spent 5 years earlier. The annual 
growth rate of 21 percent was somew^hat higher 
than it had been in past years. The inflation of 
medical costs has left its imprint on the rapidly 
iuci*easiiig expenditures for health care benefits. 

The next largest exi)enditure was for retire- 
ment l>enefits, which amounted to $7.4 billion in 
the year 1970, or almost 30 percent of total ex- 
I)enditures. The 1970 growth rate of U percent 
was somewhat lower than tlnit registered in recent 
years. 

Life insurance and accidental death benefits 
billion) and temi>orary disability benefits 
($-J.4 billion) had somewhat lower growth rates 
than other tyi^s of employee benefits. The in- 
creases in those categories were 3 percent and 16 
percent, I'espertively. 

Total benefits paid under private employee- 
benefit plans were more than fourteen times high- 
er in 1970 than in 1950; they went from $1.8 bil- 
lion in x950 to $25.8 billion in 1970. Although 
payments hi all categories advanced, health bene- 
fits showed a greater increase than any other 
category. This increase reflected the expanded 
scoi)e of lienefits, such as those under major-medi- 
cal ex])ense plans^ as well as the higher cost of 
metiioal caiv. Total expendhures for health ben- 
efits in 1970 were almost 20 times higher than 
they had l)een at the beginning of the period; 
they amounted to $709 million in 1950 and $13.3 
billion in 1970. 

Health care payments from employee-benefit 
plans constitute the major share of total volun* 
tary health insurance payments in the Nation. In 
1970 these plans accounted for 85 cents of every 
dollar of Iienefit payments of all private health 
insurance agencies In 1950, they represented 71 
cents i^er dollar paid out. 

Private ])ension plan payments have had a 
similar long-term growth pattern, with benefit 
expenditures gohig fcom less than $400 million 
in 1950 to $7.4 billion in 1970. This record growth 
reflects both the greater number of annuitants as 
the plans mature and the broadened scope and 
level of !)enefits. 

The other types of employee-benefit plans had 
major dollar advances in the past 20 years. None 



of their increases— measured either relatively or 
absolutely — was of the same magnitude as those 
of health or retirement plans. 

MEASURING REAL GROWTH 

Of more significance than changes in the num- 
ber of covered employees or in the amounts con- 
tributed for various types of benefits is the extent 
to which these changes represent real increases 
in terms of the total wage and salary labor force 
and aggregate payrolls. Table 5 provides the ba- 
sis for measuring these gains. 

In 1970, coverage under all types of employee- 
lienefit plans grew at a somewhat faster rate than 
the labor force because of the introduction of 
new* plans as well as expanded coverage in exist- 
ing plans. The long-run trend shows that, except 
for temporary disability plans and supplemental 
unemployment benefit plans, the gains in cover- 
age during the past two decades appear signifi- 
cant wiien the number of persons covered is re- 
lated to the number in the employed labor force. 
Countervailing forces and institutional barriers 
make growth in some ^ypes of plans increasingly 
difficult and uncertain, however. 

Despite a deceleration since 1960, the record of 
real growth in coverage for employee-benefit 
plans in the past 20 years has been impressive 
(chart 2). In 1950, less than 50 percent of the 
civilian labor force had hospital expense cover- 
age (the most common type of health insurance 
plan) ; by 1970, 80 percent had this protection. 
Surgical coverage shows a similar growth pat- 
tern. The other health care categories have dem- 
onstrated even greater growth when related to 
the civilian labor force. Regular medical (in- 
hospital) expense coverage included more than 
70 percent of the labor force in 1970 but only 
16 percent in 1950. Major-medical expense plans 
grew most quickly, with coverage rising from 4 
percent in 1955 (when such coverage was first 
being extensively offered) to 86 percent in 1970. 

There has been a decided shift in the direction 
of extended health care services through employ- 
ee-benefit plans. Table 6 shows that, although it 
was estimated that less than half of the employed 
labor force was covered for X-ray and laboratory 
expense outside the hospital m 1965, by 1970 the 
proportion had risen to more than three-fourths. 
Similar though smaller gains were registered for 
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plans proviiihijj otit -of hospital ihu»rs uoil pri- 
vute-ilmy and visiting nms*' M-rvi(V«. Tho data 
show :i sijnntii'unt iiHMvas<» \u toviTa^ro w.ihv 
dental care plans, which imhidt-d xx\H)n\ 7 pet 
i*»nt of the civilian laU>r ftuce in 197(U thoiv was 
little coverajre in llWUi* 

Under private reti!t?nient plans, the proportion 
of private wajje and sjilary workei^sf covered in 
private industry has typically incrensisl by 
|)ei'eenta}re iHiints a year since 15)50: By 1970 
almost r>n p4*rcent of the private laljor force was 
covenni. IVmponiry <Ms«hility and hU|:pU»nienfaI 
uneni)»lovnient lK»Melit phms have shown litile 
change in coverap* since VX)i) (I'Xm for sujipU* 
mental uneniidoynient l>enetit i>huis). Tliey in- 
dudeil percent an<l 4 jM^nvnt, res|>ecMively. of 
the private hilw^r f<)n*e in I1^7t>. 

The data on contrihutions* lilxc those* for cov- 
erajje, also show real advances in tcnns of t!ic 
increasing proportion of ajxfrri^^ale wajre and 
sjilary fmyrolls tlr.it is allocated to e.nployw- 
>)enetit phms. The 1U70 exjKMience «-ontiinieil the 
lon^-rnn trend (tahle r>). In lOritU total contri 
butions for health insurance amtiunted to (U cents 
Iier $10<) of payrcjU: by 1U7() they had risen more 
than •iiM) j)ercent to ^J.tJO |H'r uf payroll. 
Cent rihut ions for life insurance and f«ir death 
l)ene(its rose from M cents |)er $1(H) of payroll in 



Vj.vt TO i)7 .rnt- {»r: f^ioo of payroll in 1970* 
li^ the --AVi^ v.:ir periwig i^etirement plan 
r<«T v* pi'ivHte tudustry pay- 

toil alM»<' • U*UhI — from a rate of $1.67 per 
$PH) oi pay vol! in 1950 to $^\:2S in ld70. Contri- 
hutiot;> lor temporary disability plsins experi- 
encvii :i ^lowiM- ^rrowth in relation to private wage 
and silaiy j^ayitills— (59 cents per $100 in 1970 
ro:..^ :M. i with 40 cents iwr $100 in 1950, 

1 -low.. ! :•»;! suivs, however, have some limita- 
tions. K-tiinates of coverajie, contributions^ and 
iKMieiits ai-e i>ased primarily on reports of in- 
surers other nongovernmental bodies. Cover- 
age d.ii;u for example, are generally based on 
th<« numhcr f)f anive particijwnts. In addition to . 
those cin ivntly employetl, this group may include 
{HMsons who have l)een temporarily laid off or 
retiivil. The pnu tice of continuing coverage for 
a retired worker is particularly prevalent in 
griaip life insurance. Many group life and health 
plans iH^nuit a person on layoff to continue cov- 
erage in the group for H to 6 months, and, in some 
ras4*s, even longer. In addition, workers who have 
tern.inated employment may carry vested pen- 
sion rights: these {>ersons are often included in 
the total coveragi* group. 

No attempt has Ijeen made in this series to 
<c)rre<< tlie coverage data for such limitations. 



Tablk 4.— Estimated boiiofitH prJil timler •*tnployi*e-lH'n<'fit plan**.' by ty}wof benefit, 1950, 1956, 1060, 1965, 1967-70 

Mil millionii) 



Typo of benofil 



ToIjU. 



Benefits for all wuj^p and salary -.. orkvni 
Lif« Insurance ami death h«n«fllH V 
Accidental death and dismemberment 

Total health benems - • 

nMpttalitatlon < V 

WfiUen in ctmpitatue u^Uh tov . . 

Sttrgical and rouular medical * 

MaJor*m«dlca) <?ipen8e . . — - • 

BeneAtu for waKe and salary workers In private Industry : 
Temporary disability. iiicludlii(Z r«rmu) sick leave . 

Writtfn in cotnptiance vUh Ian* . 
Hupplement:il unemployment lM»HpfUs *. 
Betirement^ . • - 
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vm 


t«j6S 


iy67 


\m 


1969 


193D 






S7.tt04.& 


$13,543.7 


$16,389.2 


$19,154.0 


$32,119.2 


$28,797.1 


3t00 
IH.O 
7fW.7 
477. ft 
2.1 
.231.^ 


l.V)02.'.* 
1.241. » 
5.0 
637.1 
24.0 


I.0l7.fi 
47 3 
3.K1M.2 
2.355.0 
8.0 
l.Ud.J 
427.0 


I.ft^.O 
SU.ft 
7.012.1 
4«tfi0.5 
2.5 
l.K47.<) 
1.004.0 


1.K91I.0 
IOt.4 
7.073.8 
4.526.3 
2.7 
2.141.5 

i.3oe.o 


2.137.1 
120.5 
9.414.0 
5,238.5 
2.7 
2.458.1 


2.385.2 
138.7 
10.984.1 
6,128.3 
8.$ 
2,933.8 
1,922.0 


2.438.1 
151.4 
11,822.7 
7.814.0 
8.8 
8,568.7 
2,418.0 


5t 3 
370 0 


710,4 


i.o:40. t 
•ij.n 

t. 720.0 


t.SIOt 

l!#7.H 
rri.O 
3.520.0 


222.4 
Un.O 
4.rJD.0 


I.K4II.8 
"JM.7 
105.0 

5.530.0 


2.070.2 
2H1.2 
100.0 

8.450.0 


2,402.9 
807.2 
125.0 

7.860.0 



I elans whMe benefit* flow from the employment relationship and i^e not 
underwritten or paid directly by government (Federal. Statt'. or local). 
Etdudas workmen's oompentaliipn required by Uatute and employer a 
liability. 

* Omup and wholefale life insurance benefits based on data from Institute 
of UU Insurance. Lift ttuutantt rod Book, 11*71. modlfteil ti, exclude group 

Elans not related to employ men I. atid escludea benefits paid under the 
ervlcemen's Uroup Life Insurance plan. Self-lnsured deatn benrfttH bas*jd 
on data for various trada-union* matual benefit assodiAtiou. and company 
tdminlst6re<i plans. , ^ .... 

« ITnpttblished daU from the Institute of LUs loiuranoe. ^ , ^ 
*Data from "Private Health Insurance in 1070 Population Coven^e. 
Enrollment, and Financial Ksperteuoe." Sociai SecurUy BulUUn. February 
I'itJ. In enlmatlnit benefits paid to employees under plans other than (trnup 
Insuimnoe and union and company piaiw>. It was assumed that i\w tironortlon 
of beneUU attributable to employed groups Increased gradually from 75 
percent In 1W0-<W to 83 percent In mt. , . . . 
^ Indudaa tapittl piMf written in ooopUaiioe with StaU t«niporary dis- 



alitaty insurance law in California, shown separately in n«t Una. 

• t'npublished data from the Health Insurance Asiodatioa of Amuim. 
Represents heitenu paid under fcroup suppkimeotary 8nd coilipl8litnil«8 
major medtcal insuranoe underwritten by commercial insuranos e8fHef8. . 

^ Data from "Caati BatieOU fdir Short-Term ninesf. 1948-90.** Soeiti 
Sewiiv BuUtHu. January 1972. Includes privata plans written In OompUancs 
with State temporary dlsabiUty Insufanoo laws in CaUfftrnta. New Jeney. 
A))d New York, shown separately In nest line. Inoludoi beoafUa under kmc* 
tertii ditahiliiy plans, not available tsparauiy. 

•Based on trade-union and Industry reports and "Finandiur Supple- 
mcnul Unemploynient Benefit Plane.** iUoalMf i&o6or Aivlm, Aovember 
\m. KiclMdM dismissal wsffe and separation aHowanoee. esoepi wliais 
financed from supplemental unemployment benefit fonds coviiMf tarn* 
porary and permanent layofia. , ^ ^ * ^ . *j 

• Estimated by the Office of the Actuary. Social {Security Admintitretion. 
Includes benefits paid und^r pay-as-ymifo and defsrtad pfofit-aterlof 
plans, plans of nonprofit organisations, union pension plane, end railroad 
plans supplementing Federal railroad retirement program. 
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Table S. — Covirago and ctmtributinnH under rtnpIoyiH^brnf fit i^lans.' bv f vpc of benefit in n*latioQ in employed w$m and ialary 
labor force aad tMi>Toll. 1950 
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iK».7 




AH. 2 
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m.4 
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(0.2 
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Covered employMt aa pamnt of waiM and 
talary workara in priiraU tnduflry ^ 



5<) 2 
' » ** 

5*». : 

a 

fi4i. J 

71.1 



4.0 
16.5 
III. 7 
21.2 
23.7 
21 .• 
26.8 

30.2 
.11.6 
3J.1 
35. 8 



Employer and employe ^ tx>r:trihuttoti!t us pcroeat of oil wa^ 
atid talarlM * 



IVSO. 
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i960. 
l«6l. 

1)163. 
Itf64. 
1U65. 
1066. 
1967. 
1V68. 
196«. 
1V70. 



0.34 


0.01 


0.40 


0.21 






.44 
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.6U 


.38 




0.02 
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.58 
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.03 
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.50 
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AXi 
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.56 
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1.25 


.61 




.31 


.t:2 


.03 


1.20 


.61 




.31 


.62 


.03 


1.16 


.63 




.32 


.641 
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1.23 


.05 




.36 


.66 


.04 


1.2*4 


.6« 






.87 


.04 


1.45 


. 77 
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16.2 
49.2 
41».0 
49.4 
49.4 
49.6 
49.9 
Q0.4 
40.9 
47.1 
411.3 
SO. 2 

ao.7 



4.2 
6.5 
7.9 
9.3 
11.7 



2.1 
9.4 

a.e 

3.5 
8.5 
3.6 
3.3 
8.8 
3.8 
3.8 
3.9 
4.0 



32.3 
32.2 
42.4 
44.6 
46.8 
43.9 
44.3 
46.2 
43.9 
47.2 
46.8 
47.1 
48.3 



Emptoyi^r and emptovee oontrttMitiona as 
percent of wa^tas and saluriaa in privata 
industry * 



0.40 
.49 
.53 
.53 
.54 
.33 
.31 
.34 
.34 
.55 
.61 
.64 
.69 




1.67 
2.19 
2.47 
2.48 
2.51 
2.53 
2,10 
2.39 
2.92 
3.00 
3.03 
3.13 
3.28 



' IMan? H lioJM* iKMifftts tlow from I tie i*tt»ploynM»i!t n'litimi.Hhtp and art* 
not undrrwritton or piild directly •ruvminipnt fF«ilarul. i^x.iXe. or lo<al). 
Etcludrs wurknaMrft fiMu|M*iiMtiuu iv<|Uiri*d liy ^lututv M:d i*u<pluyer A 
llamtUy. 

* (*ovi-rHil** of |»riv:iti» and puMjc I'mpluytn-Si irl;»ti»d !« .iwruffp nur.^tjHr of 
privati^ and Kowtnmeut full-time itml part-tlnir olviUnu mipluyceK 74.3 
mMhon U\ l'»70 (tiil>le H.t Ht Snmy ('utrtnt Hu»inr»n. July pi.'h nu*\ the 
S^Mual iHcotne an4 i*f*>4uct AccountM otthf United st<af$, t$fi& stotxtivU 
TaMfw iSupptfwrHt tutht .VMrtvpo/ f*uTffhf fiu$nUH»), V»'>»'* 

i 'overuttt* of pnvute employ ih» re Ut«*d to 'A«M;e .it id salary e*nployt^d labor 

Therefore, the ratios of the luinilier of covered 
workers to the nunil>er of workei's in the lubor 
fon*e have .some overstatemeiii. The same degi^ee 
of overstatement may exist for the rehitionships 
of rout ribut ions to airgretfate payrolls. In a |h»- 
rioil whpii uiiemphiyment and payrolls are ex- 
periencing suhnomial growth (us in 107(0 » the 
effetls may Ijeoome more prommnced. Xeverthe* 
Iess« tlip ovenill impression of long-run growth 
patterns for the various tyi)es of eniployee l)eneHt 
plans remains valid. 

As stressed above, there is a trend toward 
broader and braader coverage under employee- 
lienefit plans.* Thus they now provide many serv- 



'See Health Insuranc^e Institute. iVrir Group Health 
Insuranre: /. Polkict iuued in 1970 and //. The Five* 
Vear I'rena, IB^S-KO. See also Dooatd U. Landay» 
•Trends- In Nei{otlated Health Plans : Broader Coverage. 
Hlicher g«iaHty Care.** Monthly Labor Hvview, May 1069. 
and Ixirothy K. Kittner. ''C'bangetf in Health and In* 
i4uran(*e IMana for Salaried Kmployees/* Monthly Lator 
Review^ February 1»70. 



forcp \n priv»t4r iudusuy 61 .5 miUion in 1970 (from table 64 in iouros Ustad 

<ii footnote 2). 

■ AUiuunis f(.r private aii4 puUic eimptoyee? related lo private and govern- 
tiu tit civilian worses and salaries - (522.0 MlUon in 1970 (from tabta 6.2 In 
Sunt to lisf«-i in fuotnot' 2). \»'^u tax surgical and rsgular tnadical tianeftta 
not available .^'eiiarately. 

> Anu-iititN for private enip'oyi^^s nilat«d to waffe and talarlas In pHvata 
induittr> $426.5 billion iti 1^470 (from tablii 6.2 In source Ustod In looCnoCa 2). 
I Mts for tcmporitry and for lonn-t.-rni disability benefits not available sapor* 
utvly. 

ii^es and protections not originally included in 
the plans. The rapidly increasing dollar amounts 
of lienetits paid under employee-benefit plansi 
however, do not necessarily represent real gains — 
in terms of increa.sed quality of care and ade* 
(pia(*y of protection provided— for individual 
employees. Some of the rise in aggregate expen* 
ditui*es is simply the result of growth in the 
iiunil)er of employees and dependents covered, the 
niriva.stnl \m' unit co.st of providing specific serv- 
ices and lienetits, and the increased utilization of 
services. 

Measuring the magnitude of real gain in 
health care benefits is particularly difficult* The 
extent of the utilization of medical and hospital 
services is influenced by a number of factors such 



*See Herbert R. Klarman, Dorothy P. BlcOt Barbara 
S. Coopert and H. Loula Btettler Hit Sourcei of In* 
rreQ9p in Selected Medicai Care BwpctuUturei, 1919- 
m9 < Staff Paper No. 4). B(H*ial Security Admlniatra* 
tion. Office of Reaearch and SUtlattcat 1070. 
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as the ajje (li<itribation of the work force, varia- 
tions in luorhidity ex|M*rifiicc uiicidence of sick- 
ness), shifts in the tyjns of services used (costly 
hos]ntnl versus less costly outpatient services), 
and the tendency for private plans to provide 

i'liAKT 2.— Wiirkers iHiverel imrter vmiiloyw^-lieiieflt iilaw» 
as H i>er<vnt of tlie eimiloytHl waRt* aii;l HUliiry labor f<»n*e. 
veleited yeaw. nCit^-Tu 
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Tahl£ Coverage under empIovM4)eQefit plaat,^ aji 
{teroent of employed ^ sge and salary labor force,* by adected 

tvpe of mcHiiral car** serxnre, 1065 and 1970 



PhytlclauA* oiHco Hiid home 

X*rtiy ttr.tS ;:ilH)niU»ry emmtnAttoni. 

Prlvatriiuty iiumlnR 

Viflitiii: m rse M*rvtee 

Nursjiv !.oin« caro 

l>etUi*I cari*« 



1970 



47.2 

7ft. A 

61.4 
54.8 
IS.O 
0.0 



ItKiS 



37.7 
47.6 

U.4 
5.H 
2.0 



* See foutuote t. tablf 5- 
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1900 



1009 
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.su[)i))piufnt:il rather than basic protection to the 
eUlerly, Ui> the result of Medicare. The discussion 
l)elu\v. which iii based on adjusting the health 
care data for iwpulation and price changes, 
should therefore be viewed as providing only 
roujrh estimates of the real gains in the quality, 
M-ojie, and ade<iuacy of protection provided by 
eniployce-lieuefit plans. 

H«aith 0«n«(lts 

Total hospital benefits paid by employee-benefit 
plans (including those from major-medical 
l)laus) increased by 224 percent in the 10-year 
])eriod from 1960 to 1970. During the same pe- 
riwl, benefits participant (employees and de- 
pendents) grew by only 120 percent. According 
to the Bureau of Labor Statistics, the hospitnl 
ihiily service charge component of the Consumer 
Price Index (CPI) rose 156 percent from 1060 
to 1970. By adjusting per capita benefits for 
price increases, a rough approximation of real 
gains can be made. An analysis of the data indi- 
cates that real gains were substantial for each 
year from 1960 to 1966— that is, benefits per par- 
ticipant rose more rapidly than the cost of hos- 
pital care as measured by room rates. Since that 
time, however, the per capita benefits in constant 
dollars have shown little growth. As a result, 
most of the increase in expenditures for hospital 
benefits since 1966 reflects only the rising prices. 

Tnlike hospital benefits, the payments for sur- 
gical and other medical benefits, (including those 
under major-medical plans) showed substantial 
real gains in the past 10 years. Aggregate bene- 
fits have had a 277-peroent increase since 1960. 
Itenefits per capita also rose sharply by almi«t 
15U percent in the same period. After adjustment 
of these figures for price rises (as report^ for 
the physicians* and the surgeons* fees component 
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in the VVl)^ mil per cajnta medical care pay. 
meiits still showed uii increase of about 55 per« 
cent. 

The Uiajor sourc^e of the gain hi health care 
pratet'tion has licen the broadened major-medical 
exi>ense coverage. Tables I and 2, for example, 
show substantial expansion during the period 
Il5(i5-7t) in coverajje under employee-beneHt plans 
for pliysirians' home, hosq)hal, and office visits, 
X-rjiy anJ lalionitory examinations, prescribed 
drufTS Hi* In addition, surgical and regular med- 
ical ex|M»a?i4» l»enetits in existing plans were also 
liberalized. 

TMiporory Ditdbility BeMfita 

Some indication of the gains in protection un- 
der teiii|K)niry disabiluy plans can be derived by 
i*elating the amounts paid under these plans to 
the total aiuomit of income lost by covered pri- 
vate wage and s;ilary workers. Tse of this method 
shows that cash sickness benetits paid under pri- 
vate plans (including formal sick-leave plans) 
replaced i>ercent of the gross income loss of 
covered workers in 1060 and 38.8 percent in 1970. 
Most of this real gain was i*egistered in the sec- 
ond half of the decade. 

Tlie index of growth reflects to a large extent 
tlie in(*reasinc: prevalence of formal sick-leave 
plans, which by genei^Uy providing for 100 per- 
cent of pay from (he first day of sickness, can be 
exi>ected to replace a greater proportion of lost 
incotne than insunince plans. From data col- 
Ie<*ted by the Bureau of I^bor Statistics in its 
community wage surveys,* it is estimated that 
the number of employees covered by formal sick- 
leave plans increased by 15-20 percent from 1960 
to Um and by 4(M5 percent from 1965 to 1970. 
A growing number of these plans are used to 
comi^ensate workers for the first few days of 
sickness that are not covered by ordinary insur- 
ance i>olicies. 

According to the limited evidence available, 
group wage-replacement insurance policies— un- 
like format sick-leave plans— have little more 
than held their own in recent years, at least with 
resi)ect to short-term benefits* 



< Delta rtment of Labor* Bureau of Labor Statlatloa, 
WageM and Relaiei Benefit$. 1969^0 (BoUetIn No. 
126rMS2)* 1961* WageM and Belated Beneflt$. 196i^% 
(BuUetfn Xo. 1430-83), 1966* and Area Wage Surveyi. 
im-tO (Bulletin No. 1660-91)* 1971. 



Private wage-replacement plans under New 
York State teniporarj- disability insurance la>vs 
re|in.rted :\n lu^i vwclcly beacHt for a disabled 
worker of $4u.S:i m 1960; by 1966 the amount had 
gone up 11 percent to $51.08, and in 1970 the 
weekly benefit average was $67,66—32 percent 
higher tlian in 1966. These increases, however, 
were no ^rreater than the advances; in average 
weekly wages that took place in the State— 18 
prtvrzit ^i- .m 1960 to 1965 and 32 percent from 
196.5 to ^070. 

SimilnHv, the Health Insurance Institute an- 
nual srutiies of new group disability insurance 
policies'^ show that the average maximum weekly 
benefit available to employees covered by 26-week 
plans ror^ from $59 in 1965 to $66 m 1970 (for 13- 
week ])lans, the increase was from $46 to $50). 
This increase is considerably below the «?0-percent 
rise in national w*age levels during the period. 
The sample studies do indicate some liberalization 
in the maximum duration of benefits, which un- 
doubtedly contributed toward the real gain in 
temporary disability benefits. In 1966, 46 percent 
percent of the employe under group wage- 
replacement policies were eligible for benefits of 
26 weeks or more. By 1970, the proportion had 
risen to 55 percent. 



Retirement Pion Benefitt 

Average outlays per private pension benefici- 
ary rose from $1,021 in 1960 to $1,654 in 1970— 
a 62*percent increase. An examination of aggre- 
gate retirement benefits under these plans and 
of prices since 1960 shows that risijig price levels 
have eroded some of the value of higher benefit 
levels. For alt beneficiaries, average annual bene- 
fits measured in terms of constant 1970 dollars 
still showed sizable increases of about 25 percent 
over 1960 ($1,338 in 1960, compared with $1,654 
in 1970). 



Life inturafice lenefita 

According to the Institute of Life Insurance, 
the total value of employee group life insurance 
rose 177 percent from 1960 to 1970. At the same 



^ Health Insuraare laatltote. Oroup Health Imuranee 
PolioieM n»ued 1961, . . . <ii 186S. and . . . <ii 1990. 
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time, tlie miinlRT of active lives covered also 
rose rather rapitlly, so the average policy value 
iiurreused only 57 percent. This increase^ how- 
ever, was aUiut the same as the rise in annual 
Hverape i-anunjpi. Thus, on the basis of this lim- 
ited analysis, group life ins\i ranee plans have 
merely kept pace with rising ^Mirnings in recent 
years. 



PRIVATE PENSION PLAN TRENDS 



Cevarog^ 

Tlie estimated nmuber of persons in private 
wage antl siilury employment covered by private 
{Mansion and defern^d profit-sharing plans was 
alxnit million in VMO (table 7). The small 
uunuMiial ami iHM-<-entage increases in coverage 
from lIH>y tu lU7t> wen* typical of the increments 
in the past few years. 

Since 1950, coverage under these plans has 
tripleiL In recent years, however, the rate of 
growtli has (le<»lined: Coverage grew by about 
57 i^enent from VXti) to 1955 and by 38 percent 
from 1J)55 to lOfiO; it increased by only al)out 20 
I>er«*ent in each of the next two 5-year periods. 

Retirement plans covered about 48 percent of 
the private wage and salary labor force in 1970, 
com]uired with approximately 22 percent in 1950. 
In recent years, the proi)ortion of employed per- 
sons with pension coverage has risen slowly. At 



the same time the proportion of the retired popu- 
lation receivnig private pensions has been grow- 
ing signitlcuaiiv. 

The gnnvth in the mnnber of |)ersons covered 
by i>nvate i>ension plans has slackened, since 
chese plans ha^•e already been extended to the 
more accessible groups* According to a lUireau 
of Lal)or Statistics study, • low-paid workers in 
small establishments are least likely to be cov- 
ered by i)ension plans, and their inclusion in 
private ;>ension plans may prove difficult. 

A recent Social Security Administration 
study ^ shows that workers with private pension 
coverage who reached retirement age in 1968-69 
typically had held high-paid white- or blue-collar 
jol>s in the manufacturing, transportation, public 
utilities, and finance industries- Those least likely 
to hftve such coverage were relatively low-paid, 
unskilled and semiskilled workers in construction 
and in trade and service industries. 

As part of the Social Security Administration's 
continuing efforts to improve the series on private 
retirement trends, reviews of estimates of cover- 
age have l)een underway for some time. Hp to this 
time, no substantial comprehensive information 
has become available to provide benchmarks for 
revision of the series. A major study of private 



•Emerson Beler, "lucidence of Private Retirement 
Plans.** iSonthty iMbnr Review, July 1971. 

^Walter Kolodrubete. "CbaraoteristicH of Workers 
witb Pension Coverare on Longest Job: New Bene- 
ficiaries,** Social aeeurUp BuHetin, November 1971. 



Table 7— Private pennion and deferred profit -jiharing plana Eatimated coverage, cuntributiona, beneficiaries, b^efit pay* 
meni8, and nwrves^ 1950, 1955, 1960*70 



Yew 



It . . . 

mi.... 

Mi.. . 
iw... 

IM.... 
W7.... 
196S.... 
11M9.... 
IWO..-. 



end of ytv 
(In ttiouMncU) 



ToUl 



15.400 
21.-400 
22.200 
23.100 
23.800 
24.600 

2$.aoo 

26.300 
27.ttO 
28.000 
29.000 
29.^00 



In- 
sured 



2.600 
3.800 
4.(«0 
5.100 
5.200 
5.400 
6.000 
6.300 
6.900 
7.700 
7.900 
8.700 
9.300 



NOD' 

In* 

SUTtd 



7.200 
11.600 
16.300 
17.100 
17.W0 
18.400 
18.6Q0 
19.100 
19.400 
19.800 
20.100 
20.300 
20.400 



Employer 
oontriDUtionB 
(in miiUoas) 



ToUl 



11.750 
S.2M) 
4.710 
4.830 
5.300 
5.50D 
6,370 
7.370 
3.210 
9.050 
9.940 
11.430 
12.530 



In* 
ftured 



1720 
1.100 
1.190 
1.180 
1.340 
1.300 
1.530 
1.770 
1.860 
2.010 
2.340 
8.030 
2.800 



Non- 
In* 
tttred 



$1,030 
2.180 
3.520 
3.650 
3.960 
4.170 
4.850 
5.600 
6.860 
7.040 
7.700 
8.490 
9.730 



eontrftMittoni 
(In mUItooi) 



Total 



8330 

560 
780 
780 
830 
S60 
•10 
OHO 
1.040 
1.130 
1.230 
1.360 
1.430 



In* 
sund 



$300 
280 
300 

2S0 

aio 

SDO 

aio 

820 
330 
340 
340 
350 
350 



Non* 
in- 
tared 



$130 
280 
430 
490 
530 
560 
600 
670 
710 
790 
880 
1.010 
1.070 



Kttinberof 
beneftdtriee. end of 
year (in thooiendi) 



Tout 



450 
980 
1.780 
1.910 
2,100 
3,380 
2.400 
2.7«) 
a. 110 
a.410 
3.770 
4,180 
4.729 



In* 



150 
290 
540 
570 
630 
600 
740 
790 
870 
930 
1.010 
1.070 
1.220 



Noo* 
in* 
tured 



ToUl I 



300 
600 
1.240 
1.340 
1.470 
1.500 
1.750 
1.960 
2.340 
2.480 
2.760 
3.110 
3.500 



Amount of benefit 
peyments 
(In mllUoni) 



$370 
850 
1.720 
1.970 
2.330 
2.500 
3.900 
3.530 
4.190 
4.790 
5.530 
6.450 
7.360 



In* 
lUfOd 



$80 
180 
300 
450 
510 
570 
640 
730 
810 
910 
1.030 
1.160 
1.330 



Non* 
In- 
sured I 



$290 
670 
1.330 
1.530 
1.830 
2.030 
2.350 
2.800 
3.380 
3.880 
4.500 
5.390 
6.030 



Reeerm. 
end of yetr 
(In Wlliont) 



Total 



$12.1 
27.5 
52.0 
57.8 
68.5 
69.9 
77.7 
86.5 
95.5 
106.2 
117.8 
127.8 
137.1 



In- 
sured 



$5.6 
11.3 
18.8 
30.2 
21.6 
23.3 
25.2 
27.3 
29.3 
31.9 
34.8 
37.2 
40.1 



Non* 
In* 
tured 



$6.5 

16.1 
33.1 
37.5 
41.9 
46.6 
53.4 
50.2 
66.2 
74.2 
83.1 
90.6 
97.0 



i Includen p4y-ai*yo»«o. multiemployer, and unlonHMlmlniftered plutf. 
those of nonprofit orSnltrtions. and ralWowl plins wppJ<^«?*»«na U» 
FiSerel nillrJ^d retirement program. K«<il«d{* P«JS?^^^ 
Stele, and local government employees as wett as pension plana tor the seU* 
emptoyed Insured plans ari underwritUn by InsuraM oompanlsa; nonlo. 
SttTv*-! plaitt are. in general, funded through trustaea. . ^ « ^ 

< f rOudaa anoulUnU; employees umTer both insured and nonlnsured 



plans aro Included only onoe- under the Insured plans. 

• Inetudsa refunds to employees utd their survTvon *nd lump^una paid 
under delerred profit^harloa plans. 

Source: Compiled by the Oflloe of the Actuary. Sodat SMsurttjr Admtnlstra* 
tion. from daU furnished primarily by the InstUuU of Lift fnsuranoe and 
the Seeuritiss and Kacbanas Commission. 
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to*'* 



|)eustoii rovcnip' will In* conducted in 1072, and 
the si^ries will bo oormlM uiieri H:ese *,U\:\ 
available. 

Contributions 

Improved estimates on the financial activities 
of cMM'ponite private iK'nsion funds have l)ecome 
availulde this year. As a result, the data on total 
n)ntributif)n and tienetit paynienis* luive lM*eu iv- 
viscni fur moi i years since lOtJu. 

Kmployer Mid eiupluyee contr'^Mif i«;ns to iv 
timueut plans ainotnited t<» an esrnn;tled $14.0 
billion duriujs: 1070. This 0.5 }»ercent increase 
from 1JM>!> contributions was lower than that ex- 
l>erienfe<l from 15>«H to IWiK 

Table 7 shows that combined employer-em- 
ph)yee eontribntions in 1U70 were seven times 
preater than they bad U*en two decades ajjo when 
they amounted to billion. Since 1050 em- 
ployer contributions Imve jyrown at a faster pace 
than eniph)yee rontributions, and employers now 
pay almost !M) pcrf*ent of all contributions. In 
IOa<^ their share was alH)ut 84 percent. 

Bontfifs and Bonefidarios 

Total l>etiefit payments under privat* pension 
plans amounted to $7.4 billion in 1070, a l4-|>er- 
cent increase, typical of the frrowth of the past 
5 years. Alnnit 4.7 million {lersons ( l)cneHciaries 
and survivors) receivwl lieneBts during li)7() — 13 
IH'Ccent num^ than in 1009. This higher-than- 
usual inerease in the vuimlier of lienefictaries can 
l>e tied directly to the relatively hijCfh unemploy 
ment rate daring 1070 with its consequent pres- 
sui-es for retirement. 

Following the trend since 1950, the rate of 
growth in lienetit payments continues to outstrip 
growth in the nnndier of l>eneficiaries. The 1070 
figure for l>eneticiaries is 10 times the fipire for 
1050. lienetit payments in 1970 were 20 times 
larger than in 1050, mirroring past and recent 
impmvements in the benefit levels as w*ell as the 
rising wage levels on which these benefits are 
based. In recent years, inflationary pres.sures have 
resu)to<l in a significant number of ad hoc ad- 
justments in benefits for workers already re- 
tired. 

Sini'e the growth rate for beneficiaries has been 
far greater than that for active covered workers, 



the ratio uf cf»vere(^ active workers to benefici- 
aries hti.s r|Mh;r' radically in the past S20 years, 
!'.»f*i>. f tt- va-f^^ ai>out 22 active workers for 
each iviiive: tiy li)70 this ratio had dropped to 
6 to I. 'lr> decreasing ratio is usually considered 
a vir i t!;e gradual maturing of a pension 

Thr^ relationship between benefit payments and 
tot:* I f or.tributions is another rough measure of 
i:: :.»... ii ;iig of the system. Despite the ezten- 
» ' ; ;:ii;s, t^u? expansion of coverage in exist- 
ing uV ^ ?tn<I other changes dictating increased 
f OTuri- M >ii^< in the past 20 years, tlie ratio of 
l)enetits to contributions went from 18 percent in 
lOuO to :u j>ercent in 1960, and to about 53 per- 
cent in 1070. 

When returns on investments are considered 
with contributions and benefits, the relationship 
n'Uiains the same. Benefit payments equaled about 
4.5 iH»n-ent of total pensk>n fund receipts in 
1970, coniimred with 16 percent in 1961. On an 
aggi*egate basis, the investment performance of 
pension funds has had a dii^ect relationship to 
contributions and benefits paid. As resen^es have 
grown, and as their rate of return has increased, 
c(»ntrjbution growth has slowed. At the same 
time, lienefits have risen sharply. 



RotarvM 

Reserves set aside for present and future pay- 
ments rose to $137 billion (book value) in 1970, 
The relatively modest gain of 7 percent from 
1969 assets was below the typical increase of the 
1960*s. This relative decline v;as chiefly due to 
losses on the sale of fund assets during the year. 
HeneHciaries and benefit payments from retire- 
nu'Kt programs had expansiv<^ growth in the past 
few years— an additional factor in the decline in 
the growth rate of pension fund reserves. 



TECHNICAL NOTE 

The estimates of coverage, contributions, and 
l)enefits in this series are based for the most part 
on reports by private insurance companies and 
other nongovernment agencies. Many of the re- 
ports include data for persons who are no longer 
employed as wage and salary workers because 
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of retirement, temporary lay-off, sickness, or shift 
in ]ob& No attempt has been made to adjust the 
data for any overstatement that might result 
from their inclusion, except that the coverage 
esthnates for pension plans have b^ adjusted 
to exclude annuitants. 

Contributions under insured pension plans are 
on a net basis, with dividends and refunds de- 
ducted* Those under noninsured plans are, for 
the most part, on k gross basis, and refunds appear 
as benefit payments. For pay-as-you-go (un- 
funded) plans, contributions have been assumed 
to e<iuai benefit payments. Estimates of per capita 
contributions are derived by dividing total an- 
annual contributions by the average number of 
employees covered during the year. 

The number of beneficiaries under pension plans 
refers to those receiving periodic payments at 



the end of the year and thus excludes those who 
received lump-sums during the year. The amounts 
shown for retirement benefits under noninsured 
plans include (1) refunds of employee contri- 
butions to individuals who withdraw from the 
plans before retirement and before accumulating 
vested deferred rights, (2) payment of the un* 
paid amount of employee contributions to survi- . 
vors of pensioners who die before they receive 
in i^tirement benefits an amount equal to their 
contributions, and (3) lump-sum payments made 
under deferred profit-sliaring plans. Because the 
source of the data from w*hich the estimates have 
been developed does not permit distinction be* 
tween these lump-sum benefits and the amounts 
representing monthly retirement benefits, pre- 
cise data on average monthly or annual retirement 
benefit amounts cannot be derived. 



(1$) 



